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OATH OR AFFIRMATION
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(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(2) Computation of Net Capital
(h) Computation for Determination of Reserve Reqmrements Pursuant to Rule 15¢3-3.
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REPORT OF INDEPENDENT AUDITORS

Officers and Directors
BCG Investment Resources, Inc.
Richmond, Virginia:

We have audited the accompanying statement of financial condition of BCG Investment -
Resources, Inc. as of December 31, 2001, and the related statements of operations, changes in
stockholders’ equity, and cash flows for the year then ended that you are filing pursuant to Rule
17a-5 under the Securities Exchange Act of 1934. These financial statements are the
responsibility of the Company's management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of BCG Investment Resources, Inc. as of December 31, 2001, and

the results of its operations and its cash flows for the year then ended in conformity with
accounting principles generally accepted in the United States.

Keiter, Stephens, Hurst, Gary & Shreaves, P.C.

January 14, 2002

Certified Public Accountants & Gonsultants P 0. Box 32066

Innsbrook Gorporate Center Richmond, Virginia 23294-2066
4401 Dominion Boulevard, Suite 300 ’ 804 / 747-0000, FAX 804 / 747-3632
Glen Allen, Virginia 23060 Internet: www.kshgs.com




BCG INVESTMENT RESOURCES, INC.

Statement of Financial Condition
December 31, 2001

Assets
Cash
Commissions receivable

Investment

Total assets

Liabilities and Stockholders' Equity

Due to stockholder
Accrued commissions

Total liabilities
Stockholders' equity:
Common stock, par value $100 per share, authorized 5,000 shares,
issued and outstanding 100 shares '
Accumulated deficit

Total stockholders' equity

See accompanying notes to financial statements.
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$ 7,256
69,818
3,300

$ 80,374

$ 750
69,818

70,568

10,000
(194)

9,806

$ 80,374




BCG INVESTMENT RESOURCES, INC.

Statement of Operations
Year ended December 31, 2001

Comission revenue

Operating expenses:
Bank charges
Comissions
Legal and accounting
License and taxes
State income tax
Travel expense

Total operating expenses

Net loss

See accompanying notes to financial statements.
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$ 2218072

285
2,217,833
3,699
1,516

80

250

2,223,563

$ (5,491)



BCG INVESTMENT RESOURCES, INC.

Statement of Changes in Stockholders' Equity
Year ended December 31, 2001

Retained Total
Common Paid-in Earnings  Stockholders'
Stock Capital (Deficit) Equity
Balance, December 31, 2000 $ 10,000 % - $ 5297 % 15,297
Net loss - - (5,491) (5,491)
Balance, December 31, 2001 $ 10,000 $ - 3 (194) $ 9,806

See accompanying notes to financial statements.
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BCG INVESTMENT RESOURCES, INC.

Statement of Cash Flows
Year ended December 31, 2001

Cash flows from operating activities:

Net loss $ (5,491)
Change in operating assets and liabilities:

Commissions receivable (69,818)

Accrued commissions 69,818

Net cash used by operating activites -~ (5,491)

Net decrease in cash " (5,491)

Cash, beginning of year 12,747

Cash, end of year : $ 7,256

See accompanying notes to financial statements.
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BCG INVESTMENT RESOURCES, INC.

Notes to Financial Statements

Summary of Significant Accounting Policies:

Nature of Business: BCG Investment Resou'rces, Inc., (“the Company”), is a securities
broker/dealer incorporated in the Commonwealth of Virginia on January 29, 1993. The
Company is licensed for mutual funds and variable life products.

Revenue and Cost Recognition: Securities transactions and related revenue and
expenses are recorded on a settlement date basis.

Credit Risk: The Company maintains its cash balances in one financial institution. The
balances are insured by the Federal Deposit Insurance Corporation up to $100,000. The
Company periodically has funds in excess of $100,000 in this financial institution.

Use of Estimates: The preparation of financial statements in conformity with accounting
principles generally accepted in the United States requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
the disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. The
ultimate results could differ from those estimates.

Income Taxes: The Company has elected to be taxed under the provisions of
Subchapter S of the Internal Revenue Code, which provide that, in lieu of corporate
income taxes, the Company’s stockholders are taxed on their share of Company’s
taxable income. Similar provisions apply for state income tax reporting. Accordingly, no
provision for income taxes is provided in the accompanying financial statements.

Investment: -

In 2000, the NASDAQ Stock Market, Inc. offered to its NASD members the opportunity to
purchase stock at $11 per share, and the Company purchased 300 shares during 2000.
The Company recorded the purchase at cost with no valuation account as the security
presently has no ready market.

Net Capital Requirements:

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (rule 15¢3-1), which requires the maintenance of minimum net capital and the ratio of
aggregate indebtedness to net capital, of not more than 15 to 1. At December 31, 2001,
the Company had net capital of $6,506, which was $1,506 in excess of required minimum
net capital of $5,000. The Company'’s net capital ratio was 10.85 to 1.




BCG INVESTMENT RESOURCES, INC

Notes to Financial Statements, Continued

Related Party Transactions:

At December 31, 2001, the Company had outstanding loans due to the majority
stockholder in the amount of $750. The balance is non-interest bearing and due on
demand.
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INDEPENDENT AUDITORS' REPORT ON SUPPLEMENTARY INFORMATION
REQUIRED BY RULE 17A-5 OF THE SECURITIES AND EXCHANGE COMMISSION

Officers and Directors
BCG Investment Resources, Inc.
Richmond, Virginia:

We have audited the accompanying financial statements of BCG Investment Resources,
Inc. as of and for the year ended December 31, 2001, and have issued our report thereon dated
January 14, 2002. Our audit was conducted for the purpose of forming an opinion on the basic
financial statements taken as a whole. The information contained in Schedule | is presented for
the purpose of additional analysis and is not a required part of the basic financial statements, but
is supplementary information required by Rule 17a-5 of the Securities and Exchange
Commission. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and, in our opinion, is fairly stated in all matenal respects in
relation to the basic financial statements taken as a whole.

We have performed the procedures as specified in Securities and Exchange Commission
Rule 17a-5(d)(4) and have determined that there is no difference between the amounts specified
in the computation of net capital under Section 240.15¢3-1 at December 31, 2001, as reported in
the 2001 fourth quarter FOCUS Report, and amounts contained in the December 31, 2001
audited financial statements.

There islno difference between the excess net capital at 1000% amounts specified in the
computation of net capital under Section 240.15¢3-1 at December 31, 2001, as reported in the
2001 fourth quarter FOCUS Reports and the amounts contalned in the December 31, 2001
audited financial statements.

In addition, under the provisions of Section 240.15¢3-3, which relates to the Computation:

for Determination of Reserve Requirements, BCG Investment Resources, Inc., is not currently
required to maintain any amounts in reserve.

Keiter, Stephens, Hurst, Gary & Shreaves, P.C.

January 14, 2002

Certified Public Accountants & Consultants P 0. Box 32066

Innshrogk Corporate Center Richmend, Virginia 23204-2066
4401 Dominion Boulevard, Suite 300 8 804 / 747-0000, FAX 804 / 747-3632
Glen Allen, Virginia 23060 Internet: www.kshgs.com




BCG INVESTMENT RESOURCES, INC.

Computation of Net Capital
Under Rule 15¢3-1 of the Securities and Exchange Commission
December 31, 2001

NET CAPITAL:
Total ownership equity $ 9,806
Total ownership equity qualified.for
net capital 9,806
Total capital and allowable subordinated
liabilities 9,806
Less total nonallowable assets 3,300
Net capital before haircuts on
securities positions 6,506
Net capital $ 6,506
COMPUTATION OF BASIC NET CAPITAL
REQUIREMENTS:
Minimum net capital requirement $ 4,704
Minimum dollar net capital requirement $ 5,000
Net capital requirement $ 5,000
Excess net capital $ 1,506
Excess net capital at 1000% ‘ (550)
COMPUTATION OF AGGREGATE INDEBTEDNESS:
Total aggregate indebtedness $ 70,568
Percentage of indebtedness to net capital 1085%
Percentage of debt to debt-equity total
computed in accordance with Rule 15¢3-1(d) 0%

See independent accountants’ report on supplemental information.
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INDEPENDENT AUDITORS' REPORT ON INTERNAL
CONTROL STRUCTURE REQUIRED BY SECTION RULE 17A-5

Officers and Directors
BCG Investment Resources, Inc.
Richmond, Virginia:

In planning and performing our audit of the financial statements and supplemental
schedule of BCG Investment Resources, Inc. (the “Company”), for the year ended December
31, 2001, we considered its internal control, including control activities for safeguarding
securities, in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the internal control.

Also, as required by rule 17a-5(g)(1) of the Securities Exchange Commission (*SEC”), we
have made a study of the practices and procedures followed by the Company, including tests of
compliance with such practices and procedures that we considered relevant to the objectives
stated in rule 17a-5(g), in making the periodic computations of aggregate indebtedness and net
capital under rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of
rule 15¢c3-3. Because the Company does not carry securities accounts for customers or
perform custodial functions relating to customer securities, we did not review the practices and
procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons,
and the recordation of differences required by rule 17a-13

2. Complying with the requirements for prompt payment for securities under Section
8 of Federal Reserve Regulation T of the Board of Governors of the Federal
Reserve System

3. Obtaining and maintaining physical possession or control of all fully paid and
excess margin securities of customers as required by rule 15¢3-3

The management of the Company is responsible for establishing and maintaining internal
control and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls, and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to
achieve the SEC’s above-mentioned objectives. Two of the objectives of internal control and
the practices and procedures are to provide management with reasonable but not absolute
assurance that assets for which the Company has responsibility are safeguarded against loss
from unauthorized use or disposition, and that transactions are executed in accordance with
management’s authorization and recorded properly to permit the preparation of financial

P 0. Box 32066
Richmond, Virginia 23294-2066
4401 Dominion Boulevard, Suite 300 10 804 / 747-0000, FAX 804 / 747-3632

Glen Allen, Virginia 23060 Internet: www.kshgs.com
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL
CONTROL STRUCTURE REQUIRED BY SECTION RULE 17A-5

statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures
referred to above, error or fraud may occur and not be detected. Also, projection of any
evaluation of them to future periods is subject to the risk that they may become inadequate
because of changes in conditions or that the effectiveness of their design and operation may
deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal
control that might be material weaknesses under standards established by the American
Institute of Certified Public Accountants. A material weakness is a condition in which the design
or operation of the specific internal control components does not reduce to a relatively low level
the risk that error or. fraud in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by employees in
the normal course of performing their assigned functions. However, we noted no matters
involving internal control, including control activities for safeguarding securities, that we consider
to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to
in the second paragraph of this report are considered by the SEC to be adequate for its
purposes in accordance with the Securities Exchange Act of 1934 and related regulations, and
that practices and procedures that do not accomplish such objectives in all material respects
indicate a material inadequacy for such purposes. Based on this understanding and on our
study, we believe that the Company’s practices and procedures were adequate at December
31, 2001, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors,
management, the SEC, NASD and other regulatory agencies that rely on rule 17a-5(g) under
the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and is
not intended to be and should not be used by anyone other than these specified parties.

/daﬂ.’/_pﬁn{iiuhc, /JM é&bv'f/vmm ,>.<..

Keiter, Stephens, Hurst, Gary & Shreaves, P.C.

January 14, 2002
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